The objective of this study is to examine implications of dividend announcement in Indian IT, Banking, Realty and Health care sector. Service sector is fastest growing sectors in the India, envisaging various dimensions of growth and globalization, achieving new milestones over the last two decade. The growth impetus gained by the overall economy since the late 1990s to great extent can be owed to the service sector in specific. In this paper, we tried to analyze, whether stock price reacts to the announcement of dividend in different service sectors industries such as IT, Healthcare, Banking and Realty in Bombay Stock Exchange.
The research is divided in to four sections, where in the first Section describes theoretical background and literature review. In Section 2, data and methodology is presented. In Section 3, empirical results of the event study in Service sector measured in terms of abnormal earning are analysed. ANOVA's and t-test are used. Section 4 concludes the paper.
Literature Review
Dividend irrelevance theory (Miller and Modigliani (M&M), 1961) and dividend relevance theory are the two schools of thought of dividend policy. Asymmetric information problem resulted in development of the Signaling Theory. The dividend relevance doctrine was supported by Gordon (1962 Gordon ( , 1963 and Walter (1963) . The cash flow signaling theory was developed by researchers such as Bhattacharya (1979 Bhattacharya ( , 1980 , Easterbrook (1984) , John and Williams (1985) and Miller and Rock (1985) and proved that dividend changes are clear cut signals about the current and future returns, sent purposively at some costs by management to stockholders. Aharony etal; (1980) , Kwan (1981) , Eades (1982) , Jensen (1992) , Woolridge (1982) used the dividend announcement made in segregation of other firm reports and found a significant positive relation between stock return and the dividend change announcement.
According to John Lintner (1956) "managers increase firm's dividend payout when they are confident that the firm's can sustain its future returns at a consistently higher level and firms to consider relatively stable optimal long-term dividend payout ratios". Bhattacharya (1979), John etal; , and Miller etal; put forward Signalling hypothesis, which is based on assumptions that there is asymmetric information between managers (insiders) and shareholders (outside investors). The information about current and future cash flows of companies is hidden in dividend and hence, managers have stimulus to communicate inside information through dividend payments in order to close the information gap to the market. The rise in dividend will be considered as good news and the market will react to dividend change announcement and increase share prices accordingly. Equivalently, announcement of dividend cut suggests unfavorable prospects and will lead to fall in the firm's share price. Fama (1965) proposed three types of Efficient Market Hypothesis (EMH) hypothesis: (i) weak, (ii) semistrong, and (iii) strong. According to Fama (1965) "the market efficiency in weak form suggests that current stock prices reflect all past information and changes in stock prices are arbitrary. Hence, based on past information investor cannot yield above average returns. The informational efficiency in semi-strong form states that material public information is incorporated in current stock prices and hence proposes that stock prices give back all the publicly available information instantaneously and accurately. Finally, the strong form of market efficiency suggests that as current stock prices absorb all material nonpublic information, insider trading will not lead to any fruitful consequences". The dividend puzzle on importance of dividend announcement and its impact on stock returns based on various form of market efficiency argument is one of the most relevant corporate events and get concentration of academicians and investors to conduct event studies to examine the resulting impact.
Data and Methodology
We analyzed the stock price behavior of the selected companies in various service sectors surrounding 20 days of the date of dividend announcement to find out the impact of the Dividend announcement on the stock prices. Null hypothesis states that Indian stock market has strong form of market efficiency and hence, announcement of dividend does not have any significant impact on the stock price movement of the companies listed in BSE. Symbolically, Ho: Service Sector Stocks listed in BSE does not have impact of dividend announcement.
Data Selection and Sample
The study considers all the 193 companies which have announced dividend during the year 2001 to 2016 and listed in Bombay Stock Exchange. This time span is reflective of all economic conditions and hence, the results is not specific to anyone stage in the business cycle. It coincides with spells of boom, recession and recovery in the Indian economy. The Data is collected from BSE website. The three sets of data used in the study consist of dividend announcement made by the sample companies, daily adjusted closing share prices for the period covered by this study and S&P BSE Healthcare, IT, Banking and Realty Index of share prices compiled and published by the BSE on daily basis. The dividend announcements of firms having price sensitive information during the event window of -10 days to +10 days such as announcement of bonus shares, right shares, stock splits special dividend which are referred as 'contaminated events' (Ali, et al., 2010) were dropped. Final observation considered is 2436 from available 2785 observations.
Methodology -Event Study Approach
We applied standard event-study methodology to find the share price reaction to the dividend announcement. This method uses data of capital market to measure the impact of a specific event on the stock prices. It is important in the event study to identify the period over which the prices of relevant financial instruments will be examined which is referred to as 'event window' (Rony, et al., 1997 ). An event window equal to 21 days is set in our study. The dividend announcement date is defined as t= 0, before the event window of 10 days as 'pre-event window' and after the event window of 10 days as 'post-event window'. To identify any market reaction to the event each firm's observed event period returns are compared to the market's return. We have employed market model to estimate Expected returns.
Mathematically, the Market model is expressed as: (-10,-1……1,10) (1)
Rerurn on Security or (R (it) )=(
Return on Market or (R mt ) = (I t -I t-1 )/I t-1 (3) R (it) is changes in Stock Price. i.e; P it is the adjusted closing price of the shares 'i'on day t. P (it) -1 is the closing price of shares i on day t-1 and Expected return on security i.e; E(R (it) ) = ☐i + ☐iRmt + eit for 'i' = 1…N
Where,
th security Expected return on index = R mt (Ex; S&P BSE IT Index) during period 't'.
Ordinary Least Square estimates are obtained from regressions of firm i's daily returns over the market return in the estimation window from t = -121 till t = -11.The two measures of abnormal returns used are, the AAR on the announcement day, AAR0 and Cumulative Average Abnormal returns, CAAR-10 to +10, measured over the 21-day interval from t = -10 till t = +10. The standardized cross-sectional t statistic proposed by Boehmer, et al., (1991) has been used measure the statistical significance of these returns.
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Empirical Results
To investigate the impact of dividend announcement empirical results in this study are obtained with the help of the event study methodology. As shown in the below tables for each of the four sector under the study, the average abnormal returns and cumulative abnormal returns were studied considering dividend announcement date for 21 days event window comprising 10 days prior/post to dividend announcement. Nearer to the announcement day, t-test value on AAR in the pre and post event period for each sector show that they are significant at 5% level.
Banking Sector
Leakages of information regarding dividend announcements before officially announcement of dividend to insiders or promoters might influence returns on stock. Thus, in case of a "good news" announcement share prices start to rise days before the official dividend announcement.
The above table reveals that abnormal return generated on the day of dividend announcement, 2 nd and 3 rd day post announcement are statistically significant at 5% level. The cumulative abnormal return captures the firm specific stock movement for an entire window period. The table depicts positive returns in pre announcement and negative returns post announcement as the market response to dividend announcement.
The post event period in above Figure 1 , fall of CAAR reflects high expectation and rational reaction to the disclosure of dividend announcement information. The magnitude of reaction is instantaneous, unbiased and validates significantly to the efficiency of stock market. 
Health Sector
A cumulative abnormal return (CAAR) is better indicator of impact of dividend announcement release which is calculated as total of all abnormal returns over the window period. The below table depicts, Average abnormal return and Cumulative abnormal return are negative post announcement indicating reaction to the dividend announcement and stock market efficiency.
The tables indicates that pre announcement 6 th , 5 th and 3rd day abnormal returns are statistically significant and also on the day of announcement as well as post announcement 3 rd , 5
th and 8 th day returns are statistically significant at 5% level of significance.
In the Figure 2 announcement on stock prices. With higher expectations nearer to the day of announcement stock prices increased there by resulting in higher abnormal returns but with bad news or dividend decreases might be the reason for negative abnormal return.
IT Sector
The Event study conducted for IT Sector indicates that though there is negative AAR and CAAR on 10 th , Figure 3 . IT sector market reaction to dividend announcement-event study. 9 th and 7 th day pre announcement, abnormal returns turned positive nearing to the date of announcement with expectation of good news or increased dividend announcement but from the date of announcement onwards, for all the days post announcement returns are negative. This shows dividend announcement does signal and investors do react on the basis of information revealed.
The behavior of CAAR is similar to the AAR during event window. 2 days prior to dividend announcement as well as on the day of announcement and two days post announcement t Test results show statistical significance.
The behavior of Cumulative Abnormal Returns in the Figure 3 reveals initial over reaction from investors and may be considered as the result of breakage of dividend announcement information to the insiders.
The trend had rise nearing the announcement time and a steep fall on the day of announcement and resurfaced on the 1 st day post announcement but as a result of higher expectation on the performance of corporate sector CAAR remained negative in the post announcement event window.
Realty Sector
The results of analysis of Realty Sector in the Table 4 reveals, under the Market model the Average Abnormal Returns and Cumulative Average Abnormal Returns are found to be not statistically significant at 10% level of significance during pre and post event window. Abnormal returns generated nearing dividend announcement turned to be positive with hopes of good news but on the day and post announcement returns are negative. A fall in the CAAR in post event period reflects irrational reaction to the disclosure of dividend announcement information. However, the greatness of overreaction was not significant enough to validate market efficiency statistically.
The Figure 4 depicts that AAR are negative during the entire post event window except on 4 th and 9 th day from the date of dividend announcement. Similarly, CAAR in pre announcement showed increasing trend but declining trend during the entire post event window. and reflects over expectation from investors as a result of dividend decreases. At the significance level of 0.05, to determine evidence of dividend signaling information the null hypothesis is rejected as per the decision rule. The announcement of dividend does impact stock price and shareholders wealth as with 3 degrees of freedom in the denominator and 20 degrees of freedom in the numerator, since, the F = 30.70915> F Crit = 2.758078; and as p-value = 3.72E-12< 0.05, we reject Ho. The conclusion is drawn that analysis gives sufficient statistical evidence of stock market efficiency to react to the dividend signaling and impact on stock price during dividend announcement.
ANOVA Results
Conclusion
The study of the abnormal returns on announcement of dividend resulted in general conclusion describing it as significant. The empirical evidence depicts that dividend announcement information does impact share prices supporting the EMH as the t-test value on AAR for portfolio shows that during the event window they are statistically significant at 5% level for Banking, Healthcare and IT Sector, though we couldn't validate statistically for Realty Sector. Also, ANOVA results clearly indicate statistical significance.
The findings of Indian capital market reaction to dividend announcements strongly support the information content of the dividend hypothesis. The results further support the semi-strong form of the efficient capital market hypothesis as documented by Fama (1970) that on average, the stock market adjusts in an efficient manner to new dividend announcement information. Almost all of the price adjustment occurred within day dividend announcement (0 day) or nearing the event based on the information revealed by the dividend event announcement. The results also confirm that market participant expectations have a significant influence on abnormal returns of dividend announcement. Our study contributes as an addition to the finance literature and holds statistical significance similar to many other event studies on dividend signaling and its impact on the shareholders wealth. The future research in the area of dividend announcements on shareholders wealth can be focused on examining dividend increase and decrease impact separately on shareholders wealth. Economics, 26, 193-219. Bhattacharya, S. (1979) . Imperfect information, dividend policy, and the bird in the hand fallacy. Bell Journal of Economics, 52, 1007 -1034 Black, F. (1976 
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